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On February 15, 2002 (the “Petition Date™), Globalstar and certamn of its subsidiaries filed voluntary petitions under Chapter 11 of
Title 11 of the United States Code (the “Bankruptcy Code™) 1n the Umted States Bankruptey Court (*Bankruptcy Court™) for the District of
Delaware (Case Nos. 02-10499, 02-10501, 62-10503 and 02-10504) {collectively, the “Chapter 11 Cases™). Globalstar and its debtor
subsidianes remain 1 possession of their assets and properties and continue to operate their busmesses as debtors-mn-possession. Also on
February 15, 2002, the managing general partner of Globalstar, LQSS, filed a voluntary petition under Chapter 11 of the Bankruptcy Code
in the Bankruptcy Court. These factors, among others raise substantial doubt about Globalstar’s ability to contmue as a going concern. The
condensed consohdated financial statements do not include any adjustments that mught result from the outcome of this uncertainty

Under Chapter 11, substantially all unsecured habilities as of the Petition Date are subject to compromise or other treatment under a
Chapter 11 plan, which must be approved and confirmed by the Bankruptcy Court. For financial reporting purposes, those habilities and
obligations whose treatment and satisfaction are dependent on the outcome of the Chapter 11 Cases have been segregated in the condensed
consolidated balance sheets as liabilittes subject to compromise Generatly, all actions to enforce or otherwise require repayment of pre-
petition liabihties are stayed under Section 362(a) of the Bankruptcy Code while Globalstar continues 1ts business operations as a debtor-n-
possession. The amount and settlement terms of the pre-petition liabihities subject to comprormse are subject to an approved Chapter 11
plan and may differ significantly from the amounts as reflected 1n these condensed consolidated financial statements.

Under auction procedures approved by the Bankruptcy Court on February 20, 2003, ICO Global Communications (Holdings) Limited
(*ICO™), one of the three quahfied 1nvestors that participated in the auction, was ultimately selected as the bidder proposing the highest and
best offer for Globalstar’s assets. On Apnil 25, 2003, a day after hearing oral argument by the interested parties, the judge signed an order
approving ICO’s proposed transaction Globalstar and ICO subsequently entered into an mvestment agreement (the “ICO Investment
Agreement”), and Globalstar and an affiliate of ICO (the “ICO DIP Lender”) subsequently entered into a $35 million secured, super priority
debtor-m-possession credit agreement (the “ICO DIP Facility”) as of May 19, 2003, These documents were filed with a Form 8-K on
May 23, 2003.

Pursuant to the ICO Investment Agreement, ICO will mvest $55 million 1n a newly formed Delaware corporation to which
substantially all of Globalstar’s assets will be transferred (“New Globalstar”} In exchange for such cash contribution, ICO will receive a
54% ownership mterest in New Globalstar, with the remaming 46% to be 1ssued to Globalstar and thereafter distributed to Globalstar’s
unsecured creditors. Subject to certain conditions, up to $35 million of the $55 million to be invested is being made available under the ICO
DIP Facility to fund Globalstar’s ongoing operations until the closing of the ICO transaction. A portion of the $35 million was used to retire
Globalstar’s previous debtor-in-possession financing with a consortium of five lenders, including the ICO DIP Lender There are certain
conditions, including, among others, Globalstar’s entering into satisfactory agreements with QUALCOMM Incorporated (“QUALCOMM™)
related to certain products and services and approval by the FCC of the transfer of Globalstar’s spectrum licenses to New Globalstar, that
must be satisfied before the ICO transaction can be consummated. If the ICO transaction 1s consummated, 1t 1s currently contemplated that
Globalstar will effect a Chapter 11 plan providing for (1) the liquidation of 1ts assets, principally through the distribution of the 46% equity
mterest 1n New Globalstar to 1ts unsecured creditors, and (1i) the winding down of its operations.

No assurance can be given as to whether or when the ICO transaction will be consummated or whether or when a plan or
reorganization of Globalstar will be confirmed or effectuated.

Globalstar has developed a business plan, which 1s predicated on an infuston of funds and assumes the consolhidation of certamn
Globalstar service provider operations into New Globalstar. Several of the acquisitions contemplated 1n the business plan have been
completed, commencing 1n December 2001 and continuing through July 2003. The consolidation strategy has brought additional
efficiencies to the operation of the Globalstar System and aliowed for increased consistency n product and service offerings i North

Amenca
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and Europe. In addition, Globalstar mntends to revise its business relationships with the remaining independent service providers, mcluding
exploring the possible acquisition of their businesses or assets. Globalstar beheves that these, and additional, steps are needed to achieve
and maintain financial viability (see Note 4)

On March 25, 2003, Globalstar entered into a settiement and release agreement with Elsacom SpA (“Elsacom”) and a gateway asset
purchase agreement (collectively the “Elsacom Settlement™) with a wholly owned subsidiary of Elsacom Elsacom is the primary Globalstar
service provider in Central and Eastern Europe, the operator of the gateway located in Avezzano, Italy and, through 1ts affiliate, Globalstar
Northern Europe, the former operator of the gateway located in Karkkila, Finland Although Elsacom had defaulted on its gateway contract
obligations to Globaistar, Elsacom desired to continue providing Globalstar service to its customers from Avezzano. Accordmngly,
Globalstar and Elsacom agreed to negotiate a mutually acceptable plan for paymg certain of the debt, transferring the equipment 1n Finland
to Globalstar and maintaining Elsacom’s service provider nghts. Under the terms of the Elsacom Settlement, Globalstar received cash
payments totaling $2.4 mullion, in two mstallments, 1n March 2003 and June 2003 and the release of all past payment obhigations, including
certain pre-petition liabilities, due to Elsacom n exchange for hiquidation of the gateway contract payments due to Globalstar from
Elsacom. Additionally, Globalstar retaned title to the gateway equipment mstalled in Finland. Globalstar has dismantled the Finland
gateway and placed the removable parts, which contain most of the gateway's electronics, nto storage for future deployment

3. Sommary of Significant Accounting Policies
Financial Statement Preparation

The preparation of consolidated financial statements i conforrmuty with generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and habilities
at the date of the financial statements and the amounts of expenses reported for the peniod. Actual results could differ from estimates.

Since the Petiton Date, Globalstar’s consohdated financial statements have been prepared in compliance with Statement of Position
(“SOP 90-7™) on Financial Reporting by Entities 1n Reorgamzation Under the Bankruptcy Code 1ssued by the American Institute of
Certified Public Accountants. Specifically, all pre-petition Liabilities subject to compromise have been segregated on the balance sheet and
classified as habihties subject to compromuise. No imterest expense on pre-petition liabilities or dividends on redeemable preferred
partnership interests since the Petition Date have been accrued or recorded as these amounts are not expected to be allowed claims in the
Chapter 11 Cases. No debt discounts or deferred financing costs have been amortized since the Petition Date as the value of the allowed
debt has not been fixed by the Bankruptcy Court. Pre-petition debt obligations have not been adjusted to reorganization values since the
Bankruptcy Court has not yet confirmed a Chapter 11 plan. Management expects that the allowed claims will be established near the date
that a final Chapter 11 plan 1s confirmed by the Bankruptcy Court and pre-petition liabilities will be adjusted as the claims are resolved.

Adjusting the debt obligations to redemption values may result in a reorganization charge approximating $102.2 million. Interest
mncome since the Petition Date, except amounts earned from non-debtor subsidiaries, has been reported as a reorganization 1tem as the
amounts are considered to be proceeds of the bankruptcy proceedings.

Pre-petition Debt, Accrued Interest, and Dividends Payable

Under Chapter 11 of the Bankruptcy Code, substantially all unsecured habilittes as of the Petition Date are subJec't to com[?romise or
other treatment under a Chapter 11 plan, which must be approved and confirmed by the Bankruptcy Court For financial reporting purposes,
those liabilities and obhgations whose treatment and satisfaction are dependent on the outcome of the Chapter 11 Cases have been

segregated mn the
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condensed consolidated balance sheets as liabilities subject to compromise Generally, all actions to enforce or otherwise require repayment
of pre-petition habilities are stayed while Globalstar continues its business operations as a debtor-in-possession. The amount and settlement
terms of the pre-petition hiabilities subject to compromuse are subject to an approved Chapter 11 plan and may differ significantly from the
amnounts as refiected m these conselidated financial statements

As aresult of Globalstar’s Chapter 11 filing, no principal or interest payments will be made on unsecured pre-petition debt without
Bankruptcy Court approval or until a Chapter 11 plan providing for the repayment terms has been confirmed by the Bankruptey Court
becomes effective. Interest expense on pre-petition debt will not be paid during the bankruptey proceeding and 1s not expected to be an
allowed claim 1n the Chapter 11 Cases, therefore, $420 8 milhion of nterest on pre-petition debt has not been recorded since the Petition
Date In addition, $23.4 mllion and $57.1 mullion of amortization have not been recorded since the Petition Date on the debt discounts and
premiums and deferred financing costs, respectively Dividends of $26 4 million on RPPIs since the Petition Date have not been accrued or
recorded as these amounts are not expected to be allowed claims 1n the Chapter 11 Cases.

Production Gateways

These assets mclude $5 2 mullion and $12 6 mullion n net recervables at June 30, 2003 and December 31, 2002, respectively, from
service providers associated with the retmbursement of gateway acquisition and deployment costs previously paid by Globalstar to
QUALCOMM As of June 30, 2003, these receivables are delinquent and Globalstar has sent notices of default where appropnate. If the
collection of these payments ts unsuccessful, Globalstar may retain title to these gateways, subject to local restrictions, or Globalstar may
recerve an equity position m the service provider company 1 exchange for debt forgiveness. The production gateway recervable, net of
reserve, is based on the estimated value of the antictpated recovery of the recervables based on current discussions between Globalstar and
the service providers. As of June 30, 2003, Globalstar has provided an allowance for doubtful collection of $6.2 million and $18 9 million
as of June 30, 2003 and December 31, 2002, respectively.

Deferred Financing Costs and Interest

Deferred financig costs represent costs mcurred i obtaimng long-term credit facilities and the estimated fair value of warrant
agreements 1ssued 1n connection with these facilittes Prior to the Penition Date, these costs were classified as long term assets and were
being amortized over the terms of the credit facilihes as interest expense. Globalstar ceased the amortization of the costs on the Petition
Date as the value of the debt has not been confirmed by the Bankruptcy Court. The amortization expense that otherwise would have been
recorded from the Petition Date through June 30, 2003 1s $57.1 mullion. As of June 30, 2003, the deferred financing costs have been offset
with the related debt and included in the habilities subject to compromuse,

Stock-Based Compensation

Globalstar accounts for stock-based employee compensation m accordance with the provisions of Accounting Princtples Board
Opmion No. 25, “Accounting for Stock Issued to Employees,” (“APB No. 25”) and related interpretations and complies with the disclosure
provisions under Statement of Fmancial Accounting Standards No 123, “Accounting for Stock-Based Compensation,” (“SFAS No. 123”)
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The followmg table 1llustrates the effect on Globalstar’s reported net loss applicable to common shareholders and net loss per share 1f

Globalstar had applied the fair value recogmition provision of SFAS No 123 to stock-based employee compensation (in thousands, except per
share amounts)

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2003 2002 2003 2002
Net loss, as reported $16,770 $21,168 331,934 $101,870
Less- Total stock-based employee compensation expense
determined under the fair value method for all awards 437 1,187 876 2,453
Pro-forma net loss 517,207 $22,355 $32,810 $104,323
oot focioeaa g RE SE Wi
Reperted basic and diluted loss per commeon share $ 025 $ 032 $ 048 $ 155
T i il et ] RN
Pro-forma basic and diluted loss per common share $ 026 $ 034 § 050 $ 1359
e ? b R SR
Revenue Recognition

Globalstar owns and operates the Globalstar satellite constellation and earns its revenues primarily through the sale of airtime minutes on a
wholesale basis to Globaistar service providers and, through its substdianes, on a retail basis directly to retail subscribers. Revenue from
wholesale service to unconsolhidated Globalstar service providers, 1s recognized based upon airtime minutes processed and contractual fee
arrangements. Retail service provider airhime revenue 1s recognized at the close of the monthly hilling cycle for each customer Where
collectimlity 15 uncertain, revenue 1s recogmized on the cash basis.

Customer activation fees are deferred and recogmzed over one year, the average life of the customer contract. Service revenue 1s presented
net of comnussions paid to distnibutors, Commissions that reduced revenue for the three months ended June 30, 2003 and 2002 were
$0.7 million and $0 3 mullion, respectively, and $1 3 mullion and $0.4 million, respectively, for the six months ended June 30, 2003 and 2002.

Subscriber equipment revenue represents the sale of fixed and mobile user terminals and accessones Revenue is recognized upon
shipment provided title and nisk of Joss had passed to the customer, persuasive evidence of an arrangement exists, the fee 1s fixed and
determmable and collectibility 18 probable.

Research and Development Expenses

Globalstar’s research and development costs, which are expensed as incurred, were $0 4 mullion and $0.3 million for the three months
ended June 30, 2003 and 2002, respectively, and $1 1 rmllion and $0 5 mullion for the s1x months ended June 30, 2003 and 2002, respectively,
are mcluded 1n operations expense.

Income Taxes

Globalstar 15 organized as a limuted parmership with vanous corporate subsidianes. Generally, taxable income or loss, deductions and
credits of the partership are passed through to Globalstar’s partners. Globalstar’s corporate subsidiaries will provide for a tax provision or
benefit using the asset and hability method of accounting for income taxes as prescribed by SFAS No. 109, Accounting for Income Taxes.

Earnings Per Ordinary Partnership Interest

Due to Globalstar’s net losses for the three and six months ended June 30, 2003 and 2002, diluted weighted average ordmnary partnership
interests outstanding excludes the weighted average effect of. (1) the assumed conversion of the 8% RPPIs into 2.3 mullion ordinary partnership

nterests for the three and stx
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months ended June 30, 2003 and 2002, (n) the assumed conversion of the 9% RPPIs mto 0.2 nullion ordinary partnership mnterests for the
three months ended June 30, 2003 and 2002, respectively, and mto 0.2 muliion and 0.3 mllion ordinary partnership mterests for the six
months ended June 30, 2003 and 2002, respectively; and (1) the assumed issuance of ordinary partnership interests upon exercise of
warrants and GTL’s outstanding options and warrants, totaling 10 8 million ordinary partnership interests for the three and six months
ended June 30, 2003 and 2002, as therr effect would have been anti-dilutive. Accordingly, basic and diluted net loss per ordinary
partnership interest are based on the net loss applicable to ordinary partnership interests and the weighted average ordinary partnership
mterests outstanding for the three and six months ended June 30, 2003 and 2002

Comprehensive Income

Comprehensive income (loss) 1s comprised of two components net loss and other comprehensive mcome (loss). Other comprehensive
income (loss) refers to revenue, expenses, gams and losses that under generally accepted accounting principles are recorded as an element
of partners’ capital (deficit), but are excluded from net loss Comprehensive income (loss) for the pertods were the same as net loss.

Reclassifications

Certan amounts from the prior year have been reclassified to conform to current year presentation, These reclassifications do not
change previously reported total assets, habilities, partners’ (deficit) or net loss

New Accounting Pronouncements

In June 2002, the Financial Accounting Standards Board (the “FASB”) 1ssued Statement of Financial Accounting Standard (“SFAS”)
No 146, Accounting for Costs Associated with Exit or Disposal Activities, which addresses accounting for restructuring and simlar costs
SFAS No 146 supersedes previous accounting gwidance, principally Emerging Issues Task Force (“EITF”) Issue No. 94-3 Globalstar has
adopted the provisions of SFAS No. 146 for restructuring activities initiated after December 31, 2002 SFAS No. 146 requires that the
lhiability for costs associated with an exit or disposal activity be recogmzed when the Liability 1s incurred. Under EITF Issue No 94-3,a
lhiatnlity for an exit cost was recognized at the date of the company’s commutment to an exit plan SFAS No. 146 also establishes that the
liability should 1mutally be measured and recorded at fair value. Accordingty, SFAS No. 146 may affect the timing of recognizing future
restructuring costs as well as the amounts recognized.

On January 1, 2003, Globalstar adopted Financial Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others” (“FIN 45”). FIN 45 requires that upon 1ssuance of a guarantee,
companes must disclose and may be required to recogmze a liability for the fair value of the obligation that gets assumed under that
guarantee. The initial recognition and measurement requirement of FIN 45 15 effective for guarantees issued or modified after December 31,
2002, As of June 30, 2003, there were no matenal guarantees 1ssued or modified by Globalstar after December 31, 2002 The disclosure
requirements of FIN 45, applicable to Globalstar’s product warranty liability and certam guarantees 1ssued before December 31, 2002, are
effective for this report and all future quarterly and annual reports. As of June 30, 2003 and June 30, 2002, Globalstar’s product warranty
liability was $282,000 and $215,000, respectively.

In December 2002, the EITF reached a consensus on EITF Issue No. 00-21, “Revenue Arrangements with Multiple Deliverables.”
EITF Issue No 00-21 addresses certain aspects of the accounting by a vendor for arrangements under which 1t will perform multiple
revenue-generating activities. In some arrangements, the different revenue-generating activities (deliveries) are sufficiently separable and
there exists sufficient evidence of their fair values to separately account for some or all of the delivenes (that 15, there are separate units of
accounting) In other arrangements, some or all of the delivenes are not independently functional, or
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there 15 not sufficient evidence of their fair values to account for them separately EITF Issue No 00-21 addresses when, and 1f so, how an
arrangement mvolving multiple deliverables should be divided into separate units of accounting. EITF Issue No, 00-21 does not change
otherwise applicable revenue recognition critena  The gmdance 1n this Issue 1s effective for revenue arrangements entered into 1n fiscal
periods beginning after June 15, 2003. The adoption of EITF Issue No 00-21 did not have a matenal effect on Globalstar’s consolidated
financial statements

In December 2002, the FASB 1ssued SFAS No 148, “Accounting for Stock-Based Compensation — Transition and Disclosure, an
amendment to FASB Statement No 123" SFAS No. 148 provides alternative methods of transition for a voluntary change to the fair value
based method of accounting for stock-based employee compensation. In addition, SFAS No. 148 amends the disclosure requirement of
SFAS No. 123, “Accounting for Stock-Based Compensation”, to require prominent disclosures mn both annual and interim consolidated
financial statements about the method of accounting for stock-based employee compensation and the effect of the method used on reported
results Globalstar adopted the disclosure provisions of SFAS No. 148 effective December 31, 2002

4. Acquisitions

In December 2001, Globalstar signed two agreements to acquire certain subsidiaries of Vodafone Group Ple (*Vodafone™) through
Globalstar Corporation, a non-debtor subsidiary of Globalstar In the first transaction, completed on December 18, 2001, Globalstar
purchased all of the outstanding common shares of Vodafone Satellite Services, Inc., a Delaware corporation, for $100 plus acquisition
costs of $258,000 Globalstar has renamed the company Globalstar Satellite Services Inc. (“GSSI™). As of June 30, 2003, GSSI indirectly
owned a 51.1% interest in Globalstar Canada Satellite Co. (“GCSC”), a Nova Scotia corporation based in Ontario, Canada. The results of
operations of GCSC, since December 2001, are presented 1n these consohdated financial statements. GCSC 1s the Globalstar service
provider in Canada and generates 1ts revenue from the provision of Globalstar services in Canada, billing customers for usage over two
Canadian gateways. Loral Holdings Ltd., a subsidiary of Loral, owned the remamning minonty mterest in GCSC as of June 30, 2003. Loral
Holdings Ltd. transferred its 49.9% ownership interest in GCSC to Globalstar at the closing of the Loral Settlement on July 10, 2003, which
1s described in Note 15 As part of the purchase, Globalstar released the seller from a portion of a gateway payment guarantee related to
Canachan gateways 1t exchange for a credit memo to offset expenses from an affiliated company

On August 19, 2002, the second transaction with Vodafone was completed to acquire the United States and Caribbean gateways and
sales operations Globalstar Corporation purchased all the outstanding equity 1nterests of Globalstar USA, LLC (“*GUSA™), a Delaware
limuted liability company, and all outstanding common shares of Globalstar Caribbean Ltd. (“GCL”), a Cayman Islands corporation, for
$100 plus acquisition costs of $1 9 million. Inciuded with the transaction was the transfer of the U.S. operating license for mobile satellite
services This transaction was part of Globalstar’s plan to bring additional efficiencies to the operation of the Globalstar System. The
following table summanzes the estimated values of the assets acquired and habilities assumed with the acquisition (in thousands):

August 19, 2002

Current assets $3,8006
Total assets acquired 3,806
Current habilities 1,137
Payable to affiliates 778
Total habilities assumed 1,915
Net assets acquired $1,891
BERE AR
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Pursuant to Globalstar’s new business plan, on May 6, 2003, GCSC entered imto a share purchase agreement to acquire 66.67% of the
outstanding common stock of Globalstar Canada Holding Co. (“GCHC”) As a result of this stock purchase, GCSC indirectly owns 100%
of Globalstar Canada Co (“GCC”), the company which owns and operates the two Canadian gateways. The acquisition costs were
$376,000, including legal fees This transaction, combined with Globalstar’s acqusition of Loral’s ownership interests in the Canadian
service provider operations in connection with the Loral Settlement described in Note 15, provided Globalstar with 100% ownership of the
Canadian service provider operations. The following table summanzes the estimated values of the assets acquired and habilities assumed
with the acquisition (in thousands).

May 6, 2003

Current assets $ 333
Recervables from affiliates 6,510
Fixed assets 1,281
Total assets acquired 8,124
Current liabihities 7,748
Total habihties assumed 7,748
Net assets acquired $ 376
R

TE.SA.M. $.A.S. (“TE.SA M ) provided Globalstar service through gateways in France, Turkey, Venezuela, Argentna, and Peru.
TE SA.M. 15 in the process of hquidating and has exited the Globalstar business. On July 2, 2002, Globalstar, through Globalstar
Corporation, acquired TE SA.M s French gateway and back office assets related to the provision of Globalstar services 1n Europe,
TE SA M ’s limuted partnership interests it Globalstar and TE SA.M.’s remaming inventory. Under the terms of the transaction, both
Globalstar and TE.SA.M forgave all outstanding obligations between the parties and provided mutual releases of Liability. Also, Globalstar
retmbursed TE SA.M. for the cost of operating the French gateway from March 1, 2002 through July 1, 2002 at a cost of approximately
400,000 Euros. The French gateway was operational, but was not producing revenues at the time of the purchase Globalstar has restarted
the European business and is earming limuited revenue from the French gateway. Local purchasers i Turkey, Venezuela, Argentina, and
Peru have purchased local service provider operations from TE.SA M. and have executed letter agreements with Globalstar that definc the
terms under which they provide Globalstar services.

5. Term Loans

On March 6, 2003, the Bankruptcy Court approved $10 nulhon 1n debtor-in-possession financing provided by a consortium of lenders,
mcluding two members of the Creditors” Commuttee Funds totalng $10 million were drawn, with the final draw of $2.0 million being
made on May 8, 2003. On May 27, 2003, the $10 mullion debtor-in-possession financing was retired with proceeds drawn from the 1CO
DIP Factlity at a total cost of $10.4 mllion, including repayment of the $10 mullion principal balance, accrued interest of $149,000, the
funding of the lender's legal expense of $12,000 and $250,000 placed mto an escrow to fund the lenders’ comnutment fee.

The ICO DIP Facility provides access to $35 million that can be borrowed in increments of $1.0 milion with no more than one
borrowing allowed 1n any calendar month. The funding provided under the ICO DIP Facihity is hmuted to $20 mullion until such time ag
Globalstar has entered mto an agreement with QUALCOMM that satisfies certain requirements under the ICO Investment Agreement
Globalstar has not yet met this condition. The terms of the ICO DIP Facility provide ICO with a security mterest in substantially all the
assets of Globalstar and 1ts debtor subsidianes, exclusive of $15 million cash reserved to fund a hquidation of Globalstar 1f 1t were to
become necessary. Two borrowings, the first of $12.0 million and the
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second of $4 0 million were executed mn the three months ended June 30, 2003, totaling $16.0 mullion. Interest accrues on the loans at 8%
per annum and the balance of accrued interest as of June 30, 2003 was $110,000. Under the terms of the ICO DIP Facility, accrued interest

will be waived upon the closing of the ICO transaction. The maturity date of the ICO DIP Facility 1s the earlier of the closing of the ICO
transaction or December 31, 2003

6. Accrued Expenses

Accrued expenses consist of the following (in thousands).

June 30, December 31,
2003 2002
Accrued professional fees 52,630 $3,028
Accrued compensation and benefits 2,182 1,310
Accrued comnussions and coop 639 356
Accrued contract services 594 608
Accrued property and other taxes 549 383
Other accrued expenses 1,098 734
$7,692 56,419
oo f i

Globalstar’s warranty terms extend from 90 days on equipment accessories to one year for fixed and mobile user termimnals.
Globalstar’s watranty 1s accounted for 1n accordance with Statement of Financial Standards No. 5 “Accounting for Contingencies” (“SFAS
No. 5™), such that an accrual 1s made when it is estimable and probable based on historical experience Globalstar accrues for warranty costs
based on historical trends in warranty charges as a percentage of gross product shipments. A provision for estimated future warranty costs is
recorded as cost of sales when products are shipped and the resulting accrual is reviewed regularly and periodically adjusted to reflect
changes m warranty cost estimates. The followmg table shows product warranty (in thousands):

Six Months Ended
June 30, June 30,
2003 2002
Balance at December 31, 2002 and 2001 $ 250 $306
Accruals for warranties 1ssued dunng penod 161 —
Settlements made during the period (129) (91)
Balance at June 30, 2003 and 2002 $ 282 $215
et ERGSEY

7. Note Payable to Affiliate

As a result of GCC’s default on 1ts bank debt obligations, a demand note payable to Loral was issued. In connection with the
consolidation of GCC described 1n Note 4, the demand note was recorded at 1ts fair value as of the share purchase agreement date, May 6,
2003, of $7.3 mulhion. Through the closing date of the Loral Settlement, interest was bewng accrued and paid monthly at a rate of Canadian
Prime plus 2%. The Loral Settlement described m Note 15, which closed on July 10, 2003, provided for the 1ssuance of a new note, to
replace the previously 1ssued demand note, mn the principal amount of $4.4 million with a five-year term. The remaining note balance,
recorded at fair value, of $2 9 million was settled on July 10, 2003 and has been classified as a current liability.
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8. Liabilities Subject to Compromise

Under Chapter 11, substantialty all unsecured habilities as of the Petition Date are subject to compromise or other treatment under a
Chapter 11 plan, which must be approved and confirmed by the Bankruptcy Court. For financial reporting purposes, those liabilities and
obligations whose treatment and satisfaction are dependent on the outcome of the Chapter 11 Cases have been segregated n the condensed
consolidated balance sheet as habilities subject to compromuse Generally, all actions to enforce or otherwise require repayment of pre-
petition habihities are stayed while Globalstar continues 1ts business operations as a debtor-mn-possession The amount and settlement terms
of the pre-petition liabihities subject to compromuise are subject to Bankruptcy Court approval of a Chapter 11 plan and may differ
sigmficantly from the amounts as reflected i these consolidated financial statements

As aresult of Globalstar’s Chapter 11 filing, no principal or interest payments will be made on unsecured pre-petition debt without
Bankruptcy Court approval or until a Chapter 11 plan providing for the repayment terms has been confirmed by the Bankruptey Court and
becomes effective. Therefore, interest expense on pre-petition debt has not been accrued since the Petition Date

Liabilities subject to compromuse are compnsed of the following (in thousands)

June 30, December 31,
2003 2002
Term loans payable to affihates $ 400,000 $ 400,000
Revolving credit facility to affiliates 100,000 100,000
Semnior notes payable 1,419,283 1,419,283
Notes payable 150,000 150,000
Notes payable to affiliates 95,010 95,010
Accounts payable 1,475 1,461
Payable to affiliates 37,191 40,287
Vendor financing hability 880,062 880,062
Dividends payable 32,757 32,757
Accrued expenses 38,085 38,342
Accrued mterest 306,639 306,639
Deferred revenues 23,363 23,363
Deferred financing costs (61,283) (61,283)
Total liabilitics subject to compromuse $3,422,58 $3,425,921

9. Payables to Affiliates and Vendor Financing

As a result of Globalstar’s bankruptcy petition filed on February 15, 2002, vendor financing was accelerated and became immediately
due and payable and 15 included in liabilities subject to compronuse (see Note 8).
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Payables and vendor financing due to affiliates 1s compnsed of the following (in thousands):

Post Petition Pre-Petition Post Petitlon Pre-Petition
June 30, June 30, December 31, December 31,
2003 2003 2002 2002

SS/L $ 412 $278,364 $ 409 $278,364
Loral 383 981 277 981
QUALCOMM — 637,755 — 637,755
GCC o — 6,770 —
Other affiliates 386 153 289 3,249
$1,181 $917,253 $7,745 $920,349

As a result of GCSC’s purchase of 66 67% of the outstanding common stock of GCHC on May 6, 2003 (see Note 4), GCSC indirectly
owns 100% of GCC, and GCC 1s now consolidated. The payable to GCC, previously on the books of GCSC and GUSA, 15 now elminated
through the consohdation.

All payables to affihates and vendor financing mncurred prior to the Petition Date have been classified as liabilities subject to
compromuse (see Note 8). No principal or interest payments will be made on unsecured pre-petition debt without Bankruptcy Court
approval or until a Chapter 11 plan providing for the repayment terms has been confirmed by the Bankruptcy Court and becomes effective.
Interest expense of $115.6 mull:on, which would have been recognized for the peried from the Petiion Date through June 30, 2003 under
pre-petition accounting practices, has not been accrued. Debt discounts related to the vendor financing have not been adjusted since the
Petition Date Under pre-petition accounting practices, the value of vendor financing debt would have been increased by $7.2 million during
the pertod from the Petition Date through June 30, 2003.

In May 2000, Globalstar finalized $531.1 mulhion of vendor financing arrangements (1including $31.1 million of accrued interest) with
QUALCOMM that replaced the previous arrangement. As of June 30, 2003, $623.3 million was outstanding under this facility (including
$123.3 nulhon of accrued mterest). This hability, including accrued interest through the Petiton Date, has been included m liabihties
subject to compromuse {see Note 8). In connection with this agreement, QUALCOMM received warrants to purchase 3,450,000 Globalstar
partnership mterests at an exercise pnice of $42.25 per interest. The exercise price was determined by reference to the fair market value of
GTL’s common stock on the closing date of the vendor financing, based on an approximate ratio of one partnership interest for every four
shares of GTL common stock. The warrants are vested and will expire in 2007. The fair value of the vested warrants totaled approximately
$34.0 milhion and 1s being amortized over the term of the vendor financing arrangements. However, 1n light of the Chapter 11 Cases, these
warrants are likely to be of no value

Space Systems/Loral, Inc (“SS/L”) provided $344 miilion of billings deferred under 1ts construction contracts with Globalstar, which
mncluded $120 mullion of orbital incentives The orbital payments on the replacement satellites were due on a per satellite basis with 50%
due when the satelhite was placed in storage. The remaming 50% was due when Globalstar directed SS/L to ship the satellite to the launch
base All of the construction contract amounts owed to SS/L have been mcluded 1n liabilittes subject to compromuse. Title to the eight spare
satellites was transferred to Globalstar and claims of Loral and 1ts affiliates were released as part of the Loral Settlement described in

Note 15, which closed on July 10, 2003.

10. Credit Facilities

As of June 30, 2003, the pre-petition credit facilities have been included n the liabilities subject to compromuse (see Note 8). No
principal or interest payments will be made on unsecured pre-petition debt without Bankruptcy Court approval or until a Chapter 11 plan
providing for the repayment terms has been
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confirmed by the Bankruptcy Court and becomes effective Interest expense of $62 9 mllion: and $18.3 mullion has not been accrued on the
$500 mullion credit facility and on the notes 1ssued to the guarantors of The Chase Manhattan Bank $250 mullion credt facility,
respectively, from the Petition Date through June 30, 2003. As a result of Globalstar’s bankruptcy petition filed on February 15, 2002, this
credit facthity was accelerated and became immediately due and payable

11. Senior Notes and Warrants

As of June 30, 2003, the semor notes have been mcluded in the liabilites subject to compromuse (see Note 8) No principal or interest
payments will be made on unsecured pre-petition debt without Bankruptcy Court approvat or until a Chapter 11 plan providing for the
repayment terms has been confirmed by the Bankruptcy Court and becomes effective Therefore, interest expense of $224 0 mallion has not
been accrued from the Petition Date through June 30, 2003. Prior to the Petition Date, Globalstar was increasing the carrying value of the
senior notes payable to their ultimate redemption value over the hives of the notes. On the Petitton Date, the note values were stayed.
Therefore the carrying value was not increased by $16 2 mullion for the period from the Petition Date through June 30, 2003.

In January 2001, Globalstar suspended indefinstely principal and interest payments on its funded debt in order to conserve cash for
operations. Under the terms of Globalstar’'s 11 3/8% senior notes due February 15, 2004, its 11 1/4% senior notes due June 15, 2004, 1ts
10 3/4% senior notes due November 1, 2004, and ats 11 1/2% senior notes due June 1, 2005, non-payment of interest on these notes when 1t
becomes due, and contimuance of non-payment for 30 days, 1s an “event of default” As a result of Globalstar’s bankruptcy petition filed on
February 15, 2002, these notes have been accelerated and are immedsately due and payable.

12. Restructuring and Reorganization

Beginning 1n 2001, Globalstar implemented a number of initiatives designed to reduce 1ts cost of operations and restructure the
company’s finances. These imtatives mncluded reductions i Globalstar’s workforce, the development of financial restructuring plans,
negotiations with Globalstar’s significant creditors, and the mitiation of Globalstar’s Chapter 11 Cases on February 15, 2002. As a result of
the restructuring efforts, Globalstar has recorded cumulative charges totahng $23.9 mullion through June 30, 2003. Restructuring and
reorganization charges recorded n the quarter ended June 30, 2003 were $2.3 mllion, mcluding $1.2 million in Globalstar advisory fees,
$0.7 mullion 1n creditor advisory fees, and $0.4 in other restructuring costs. Stnce the Petition Date, all advisory fees are expensed as
incurred as reorganization charges and mnterest mcome 1s recognized as a reorganization item, consistent with SOP 90-7.

A summary of the restructuring charges incurred from the beginning of 2001 through June 30, 2003 are as follows (in millions)-

Amounts Amounts Unpaid
Expensed Paid Liability
Globalstar advisory fees 3126 $98 $2.8
Creditor advisory fees 5.8 46 12
Employee separation costs 5.1 5.1 —
Other restructuring costs 0.7 0.3 0.4
Total 242 $19.8 $4.4
L Lo
Less mterest income 0.3
Total $239
G
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Globalstar Advisory Fees — Globalstar has retained financial advisors, restructuring counsel and other advisors to assist i the
development of 1ts financial restructuring plans, discussions with 1ts various creditor groups and preparation for 1ts Chapter 11 bankruptcy
petition The remaining $2.8 mullion accrued as of June 30, 2003 related to fees that were mcurred, but exther not billed by the advisors or
fees that were waiting for court approval to be paid

Creditor Advisory Fees — At Globalstar’s expense, Globalstar’s imnformal commuttee of bondholders and later the official Creditors’
Commuttee retained financial advisors and restructuring counsel. Globalstar discontinued paymng the mformal commuttee’s expenses upon
formation of the official Creditors’ Commuttee. The remaimng $1 2 million accrued as of June 30, 2003 related to fees that were mcurred,
but exther not billed by the advisors or fees that were waiting for court approval to be paid

Employee Separation Costs — Globalstar reduced its workforce by approxmmately 300 employees primarily through three separate
actions tn March, July and September of 2001. Employee separation costs of $4 9 million and $0 2 million were recorded for the year 2001
and 2002, respectively, for employee severance obligations, payments n accordance with Globalstar’s retention bonus program and fringe
benefit costs related to termunated employees

13. Revenue Information

Globalstar’s revenue by subsidiary and subsidiary affihiate 1s presented net of ehminations for intercompany sales, for purposes of
disseminating the disttibution of Globalstar’s revenue and is as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2003 2002 2003 2002

Wholesale revenue — Globalstar, L P. $ 1,765 $ 824 $ 3,841 $1,327
Service provider revenue (non-debtor companies):

Canada — Giobalstar Canada Satelhite Co. 5,601 3,561 10,414 6,799

United States — Globalstar USA, LLC 6,177 — 10,845 —

Europe — Globalstar Europe Satellite Services, Ltd. 318 — 339 —

Total revenue $13,861 $4,385 $25,439 $8,126

po BRI oo s L

14, Commitments and Contingencies

On February 20, 2001, a purported class action lawsuit was filed against Globalstar and Globalstar Capital Corporation (“Globalstar
Capital”) on behalf of the owners of the 10 3/4% semor notes, due November 2004 (the “10 3/4% Sentor Notes”) n Superior Court, New
Castle County, Delaware. Globalstar Capital and Globalstar 1ssued the 10 3/4% Senior Notes as joint obligors, The complant alleges that
the defendants repudiated the 10 3/4% Senior Notes’ registration statement, prospectus and indenture, without consent of the holders of the
10 3/4% Semor Notes, when Globalstar announced that 1t was suspendimng 1ts future interest payments on the 10 3/4% Semor Notes. On
Apnl 23, 2001, the defendants moved to dismss the complaint for failure to state a cause of action. A second similar class action was filed
in Delaware on June 5, 2001. The defendants have also moved to dismuss this complaint. The plaimntiffs subsequently amended the
complaint and defendants again moved to dismiss the amended complaint for failure to state a cause of action. On December 31, 2001, the
court granted defendants’ motion to dismuss n part, dismussing plamtiffs’ claims for principal and interest not yet due, but allowing
plantiffs to proceed with their breach of contract claim based on the mterest payments already nussed at the time the amended complaints
were filed. The defendants answered the complamts on January 17, 2002, These proceedings are now automatically stayed in accordance
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with Section 362(a) of the Bankruptcy Code On August 7, 2001, Globalstar received a petition filed on July 13, 2001 1n Texas state court
by LE Creel III, a holder of an 11 3/8% semor note due February 2004 seeking principal payment of the note plus interest Globalstar filed
an answer contesting the petition. On December 6, 2001, the parties participated 1 court ordered mediation, which failed to lead to a
settlement of plantiff’s claxm. This proceeding 15 also stayed pursuant the Bankruptcy Code.

On February 28, 2001, plamtff Enc Eismann filed a purported class action complaint against GTL i the United States District Court
for the Southern District of New York The other defendants named in the complaimt were Loral and Bernard Schwartz, the former Chief
Executive Officer of Globalstar Globalstar was not a named defendant in these actions. The complaint alleges that (a) GTL and
Mr Schwartz violated Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder, by making material misstatements or
failing to state matenal facts about GTL’s business and prospects and (b) that Loral and Mr. Schwartz are secondanly liable for these
alleged msstatements and omssions under Section 20(a) of the Exchange Act as alleged “controlling persons™ of GTL. The class of
plaintiffs on whose behalf this lawsuit has been asserted consists of all buyers of GTL common stock from December 6, 1999, through
October 27, 2000, excluding the defendants, officers and directors of GTL and certain persons affiliated therewith. Exghteen additional
purported ciass action complaints were subsequently filed in the United States District Court for the Southern District of New York. These
complamnts were granted class action status and consohdated mto a case known as In Re Globalstar Securities Liigation, 01 Civ. 1748
(SHS) On September 26, 2001, the court appomnted The Phillips Famuly as Lead Plamuff for the class. On November 13, 2001, the Lead
Plamuff filed a Consohdated Amended Class Action Complaint and a demand for jury trial. The amended complaint drops the cause of
action against certain individuals and adds causes of action against Globalstar and its wholly-owned subsidiary, Globalstar Capital. GTL
and Globalstar belteve that they have menitonious defenses to these actions and on or about February 25, 2002, filed a motion to dismiss the
complaint. The case agamnst Globalstar and Globalstar Capital is stayed pursuant to the Bankruptcy Code. There are, however, no
assurances that the defenses to these actions will be successful.

On December 5, 2002, StarMD, LLC (“StarMD”) filed a complaint in the Pennsylvania Court of Common Pleas, Allegheny County,
naming GUSA as the defendant. The complaint alleges four counts: (1) in equity, seeking a mandatory injunction requiring GUSA to sell to
StarMD “as many telephones as its requests and to provide service to plantiff’s customers . . . ;” (2} in assumpsit, for lost profits “and
related revenue” from the sale of “an estimated 10,800 telephones,” 1n the amount of $31,104,000; (3) in assumpsit, for recovery of the
value of plamntiff’s efforts 1n developing a marketing campaign, for damages “in excess of $25,000;” and (4) m trespass, for fortuously
nterfering with plaintiff’s agreement with Globalstar for the development and co-marketing of an antenna kit for the Globalstar 1600
telephone. In February 2003, GUSA filed Preliminary Objections requesting the court to dismuss the complaint on grounds of (1) lack of
personal jurisdiction, (2) improper venue, (3) forum non conveniens, (4) a pnor-existing valid and enforceable agreement to arbitrate and
(5) legal msufficiency The court declined to dismuss based on lack of jurisdiction, and the case remains pending.

Globalstar's Chapter 11 plan will involve the cancellation of debt in exchange for equity. The cancellation of debt gives nse to
considerable taxable income that 1s allocable to the partners of Globalstar Under a certain interpretation of Section 1446 of the Internal
Revenue Code of 1986, as amended, Globalstar may be obhgated to pay a 35% withholding tax on all income ailocated te the foreign
partners even 1f they do not receive a cash distribution. Globalstar behieves the imposition of the withholding tax may have the effect of
diverting 1ts assets from its creditors to 1ts foreign partners m contravention of bankruptcy law. Globalstar has negotiated a closing _
agreement with the Umted States Internal Revenue Service pursuant to which, based upon certamn representations and satisfaction of certain
terms and conditions, Globalstar’s total withholding obligation on this taxable income has been determined to be approximately $270,000,
which under the terms of the partnership agreement is recoverable from Globalstar’s partners. Globalstar has filed a motion for
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Bankruptcy Court approval of the withholding tax closing agreement and expects the motion to be heard by the Bankruptcy Court on
August 15, 2003,

Simlarly, under certain interpretations of the Califorma Revenue & Taxation Code, Globalstar may be obligated to pay withholding
tax of 8 84% of the cancellation of debt income allocated to foreign partners that is determined to be California source income. Globalstar is
currently working with the California Franchise Tax Board to clanfy what, 1f any, withholding will be required on Globalstar’s cancellation
of debt income There are several tax and bankruptcy law principles that provide Globalstar support for arguing that no California
withholding should be required ICO’s obligations under the ICO Investment Agreement are conditioned on satisfactory resolution of these
tax 1ssues.

At the time of their respective acquisitions both GCSC and GUSA were offering service guarantees to portions of their customer base,
under which certain customers are entitled to cash compensation 1n the event that Globalstar services do not rematn active and available to
them for at least one year after initial activation Globalstar has assumed these gnarantees since the acquisition and 1s continuing them only
when necessary for certamn accounts. As of June 30, 2003, Globalstar has maximum contingent obligations with respect to these service
guarantees of approximately $1.5 nullion, which would come due 1n the event that Globalstar services were discontinued m Canada or the
Umted States Globalstar believes service wall continue; therefore no accrual was recorded

On May 21, 2002, an employee mcentive program was approved by the Bankruptcy Court to recognize and retain key employees. The
total value of the program 1s $2.9 million of which $0.7 million was paid in July 2002 The balance of the mcentive program will be paid
upon Globalstar’s successful consummation of a Chapter 11 plan. Under certain conditions, up to $1.0 million of the remaining payments
may be made mn common stock of New Globalstar.

Globalstar’s employees are participants in the multiple employer Retirement Plan of SS/L, a defined benefit pension plan managed by
Loral (the “Loral Plan™) Globalstar 1s current with respect to 1ts funding obligations for its employees and retirees through 2003 and 15
currently reviewing the actuanal calculations used to estimate its portion of the Loral Plan habilities. Current calculations suggest that
Globalstar’s portion of the Loral Plan liabilities were overstated by approximately $0.9 million as of December 31, 2002. The final
determination has not been made; however, Globalstar does not believe the overstatement will be material. In the three months ended
June 30, 2003, no additional pension expense was recorded. ICO has advised Globalstar that New Globalstar does not intend to assume
Globalstar’s pension funding obligations following the consummation of the transactions contemplated by the ICO Investment Agreement.
Accordingly, Globalstar has entered into discussions with the Pension Benefit Guaranty Corporation (“PBGC”) with a view to freezing
benefits or terminating 1ts participation m the Loral Plan. ICO’s obligations under the ICO Investment Agreement are conditioned upon
Globalstar reaching an agreement with the PBGC by August 15, 2003, which is unlikely to occur. Globalstar is currently in discussions with
ICO regarding a warver or other modification to this condition.

On June 30, 2000, Globalstar’s $250 rullion credut facility with The Chase Manhattan Bank became due and was repaid in full by 1ts
guarantors, including Lockheed Martin Corporation (“Lockheed Martin”), QUALCOMM, DASA Globalstar Limited Partner, Inc
(“DASA”) and SS/L, ¢ach of which had previously received warrants for GTL common stock m consideration of therr guarantee. Pursuant
to the relevant agreements, Globalstar issued three-year notes in the amounts of $206.3 million, $21.9 million, $11.7 milhon and
$10.1 mllion to Lockheed Martin, QUALCOMM, SS/L and DASA, respectively, in satisfaction of their subrogation rights. The notes were
due on June 30, 2003 and incurred interest, on a deferred basis, at a rate of LIBOR plus 3% On the consolidated balance sheet of Globalstar
the notes are presented as habilities subject to comprormmuse.
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Lockheed Martin, however, rejected the notes 1t recerved and nstead requested that Globalstar 1ssue new secunties with additional
nghts and enhanced value, without waiving 1ts claim that it 1s entitled to recerve an ummediate cash reimbursement by Globalstar of its
$150 mullion payment to the bank lenders. Globalstar disputes Lockheed Martin’s mterpretation of the relevant agreements If the dispute 15
not resolved, Globalstar cannot be sure that 1f the matter were litigated, a court would agree with Globalstar’s interpretation of the
agreements. Management beheves, however, that a court would agree with Globalstar’s interpretation of the relevant agreements. The notes
are unsecured claims in Globalstar’s bankruptcy case

In 2001, an 1ssue was raised as to whether the three-year notes 1ssued to the guarantors of The Chase Manhattan Bank $250 million
credit faciity were prepared in accordance with the recourse provisions of the guarantee arrangement. Management does not beheve the
existing notes contaimng non-recourse language will need to be replaced with notes not containing the non-recourse language. If the
existing non-recourse notes were replaced with notes not contaiming the non-recourse language, the replacement would not impact
Globalstar’s results of operations. However, allocations of Globalstar’s losses to general partmers would icrease by $254 million, the
amount of the mcrease 1n recourse obligations, including interest accrued as of the Petition Date,

15.  Subsequent Event

On March 14, 2003, Loral, the Creditors’ Commuttee and Globalstar signed a term sheet outliming the terms and conditions of a
comprehensive settlement of certain contested matters and a release of the ¢laims agamst Loral (the “Loral Settlement™). Also on March 14,
2003, Globalstar and the Creditors’ Committee filed a joint motion with the Bankruptcy Court under Bankruptcy Rule 9019 for an order
approving the Loral Settlement. The Bankruptcy Court approved the Loral Settlement on April 14, 2003. The parties executed a defimtive
agreement reflecting the terms of the Loral Settiement as of Apnl 8, 2003, and closed the various interrelated transactions on July 10, 2003.
Pursuant to the definitive settlement agreement, as of the closing, among other things: (1) Globalstar received title to eight spare satellites;
(2) certamn agreements under which Loral held exciusive nghts to provide Globalstar services to certain defense, national security and other
government agencies and in the aviation market were termunated and a new joint venture owned 75% by Globalstar and 25% by Loral was
formed to pursue business opportunities with those governmental agencies, (3) Globalstar received Loral’s interests in the Canadian
Globalstar service provider operations; (4) certain financial obligations of Loral-affiliated service providers to Globalstar were settled
through deduction n debt obligations owning by GCC to Loral and other financial obligations between Globalstar and Loral were
restructured, (5) Globalstar recerved the unused portion of advance prepayments made by 1t under 1ts 2GHz satellite contract with SS/L, as
reduced by certain financial obligations of Globalstar to Loral; (6) Russell R. Mack, Bemnard L. Schwartz and Enc J. Zahler, as Loral’s
designees, resigned from Globalstar’s General Partners Commuttee, and Anthony J. Navarra, President of Globalstar, Megan Fitzgerald,
Semor Vice President — Operations of Globalstar, and Daniel P. McEntee, Vice President and Chief Financial Officer of Globalstar, were
appointed as members of the General Parmers Commuttee; and (7) Globalstar and 1ts subsidiaries and Loral and 1ts subsidiaries and
affihates provided mutual releases of claimns and Globalstar and 1ts subsidiaries released any claims against the members of the Committee.

The defimtive settlement agreement further provides, among other things, that (1) subject to FCC approval, L/Q licensee, Inc. (“L/Q
Licensee”) will transfer the license held by 1t to Globalstar or LQP will transfer its interests in L/Q Licensee to Globalstar, (2) Globalstar
will transfer 1ts interest in the Russian service provider, which 1t holds for the benefit of Loral, to Loral, (3) in connection with the
consummation of its Chapter 11 plan, Globalstar wall use its best efforts to obtain a release of third party claims against Loral, certain Loral
affiliates and al} members of Globalstar’'s General Parmers Commuttee and (4) Loral’s general unsecured claims in the Chapter 11 Cases
will be allowed m the amount of $875 rmllion, subject to reduction 1n connection with the releases descnbed in the immediately preceding

clause (3)
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Advanced Metering and Technologies Inc, (“*AMT”) filed with the Bankruptcy Court on April 24, 2003 a motion asking the
Bankruptcy Court to reconsider 1ts approval of the Loral Settlement. The Bankruptcy Court demed AMT’s motion for reconsideration on
May 30, 2003, and thereafter on June 9, 2003, AMT filed a notice of appeal of the Bankruptcy Court’s order approving the Loral
Settlement Globalstar believes that AMT’s appeal, which remains pending as of the date of this Report, is without merit and will ultimately
be demed, though no assurance can be given in this regard or as to what relief, if any, rmght be granted in the event AMT were to be
successful on appeal.
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Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

Except for the historical information contained herein, the matters discussed i the following Management's Discussion and Analysis
of Financial Condinon and Results of Operations are not listorical facts, but are “forward-looking statements, " as that term is defined in
the Private Securities Lingation Reform Act of 1995 In addinon, Globalstar, L P (“Globalstar ) and Globalstar Telecommumcations
Limited (“GTL") or its representatives have made and may continue to make forward-looking statements, orally or in writing, in other
contexts, such as in reporis filed with the SEC, press releases or statements made with the approval of an authorized executive officer of
either Globalstar or GTL These forward-looking statements can be identified by the use of forward-looking terminology such as
“believes, " “expects,” “plans,” “may,” “will,” “would,” “"could,” “should,” “anticipates,” “‘estimates,” “project,” “intend,” or

“outlook " or the negative of these words or other variations of these words or other comparable words, or by discussion of strategy that
involve risks and uncertainties These forward-looking statements are only predictions, and actual events or results may differ materially as
a result of a wide variety of factors and conditions, many of which are beyond Globalstar's or GTL s control Some of these factors and
condittons mclude (1) Globalstar filed for bankruptcy protection on February 15, 2002 and will require an outside investor to fund the
consummation of a Chapter 11 plan, GTL s equuty interest in Globalstar will likely be eltminated, in which event GTL shares will have no
value, (11) Globalstar has rmited cash to fund its operations, (1) Globalstar has defaulted on certain debt payments, (vv) the rate of growth
Jor the service has not been sufficient to sustain Globalstar's cost of operations, (v) Globalstar may be required to withhold tax on income
resulting from the cancellation of debt; (vi) Globalistar depends on service providers to market its service and implement important parts of
its system, (vu1) Globalistar's consolidation of certain service providers might not bring efficiencies to operations, (vin) Globalstar is
dependent on key vendors, {1x} GTL will likely be unable to fund mandatory redemption requirements of 8% Preferred Stock and 9%
Preferred Stock, (x) GTL has been de-hsted by The NASDAQ Stock Market, (xi) Lockheed Martin Corporation ("'Lockheed Martin”) 1s
disputing Globalstar's right to 1ssue it a $150 milhon note in sansfaction of payments made under a guaranty, (xii) Globalstar’s satellites
have a limited useful Iife and may fail prematurely, (xn1) Globalistar faces currency risks and special risks by doing business in developing
markets, (xiv) Globalstar s business 15 regulated, causing unceriqinty and additional costs, (xv) Globalstar's 2 GHz license has been
cancelled and might not be reinstated; (xvi) Globalstar may have its Big LEO spectrum allocation reduced; (xvi) Globalstar faces intense
compention from both direct and indirect competitors, and addional direct competitors plan to enter the market in the future, (xviy) new
technologies and the expansion of land-based systems may reduce demand for Globalstar’s service, (xix) Globalstar could face hability
based on alleged health risks; (xx) Globalstar relies on key personnel, (xxi) certamn potential conflicts of interest could result in decisions
adverse to Globalstar's interests; (xxii) as a general pariner, GTL 15 liable for the recourse debt and other obhgations of Globalstar,

(xxut1) holders of GTL preferred stock will have the right under certain circumstances to appoint directors to GTL's Board of Directors and
to appoint a member to Globalstar's General Partners’ Commuttee, (xx1v) patents held by other firms or individuals may block Globalstar's
patents, (xxv) publicly traded securines are subject to volatlity of market values, (xxvi) GTL is dependent upon payments from Globalstar
to meet its obligations, (xxvi) GTL has no source of funds other than those provided by Globalstar, and (xxui) Globalstar is subject to
export regulation For a detailed discussion of these factors and conditions, please refer to the section of this Form 10-Q entitled
“CERTAIN FACTORS THAT MAY AFFECT FUTURE RESULTS” and to the most recent Report on Form 10-K that Globalstar and
GTL filed with the SEC In addition, Globalstar operates m an industry sector where secunities values may be volatile and may be
mfluenced by economic and other factors beyond Globalstar’s control.

"o 1y <d

Overview

GTL, a general partner of Globalstar, which 1s a Delaware limited partnership, was created to permut public equity ownership in
Globalstar. GTL does not have any operations, personnel or facilities, and does not manage the day-to-day operations of Globalstar. GTL’s
sole asset 1s 1ts tnvestment 1 Globalstar, and GTL’s results of operations reflect its share of the results of operations of Globalstar on an
equity accounting basis Therefore, matters discussed in this section address the financial condition and results of operations of Globalstar
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On February 15, 2002 (the “Petition Date”™), Globalstar and certain of its subsidiaries filed voluntary petitions under Chapter 11 of
Title 11 of the United States Code (the “Bankruptcy Code™), m the United States Bankruptcy Court (the “Bankruptcy Court”) for the
District of Delaware (Case Nos 02-10499, 02-10501, 02-10503 and 02-10504) (collectively the “Chapter 11 Cases”). Globalstar and 1ts
debtor subsidiaries remain m possession of their assets and properties and continue to operate their businesses as debtors-in-possession As
a result of Globalstar’s bankruptcy petition, several of Globalstar’s debt obligations were accelerated and became immediately due and
payable Globalstar’s bankruptcy filing and proposed hiquidation, after the sale of 1ts operating assets, as described below, will leave shares
mn GTL with no value. In such circumstances, 1t 1s anticipated that following the effectiveness of a Chapter 11 plan in Globalstar’s
Chapter 11 Cases GTL will be iquidated and cease to exist. These factors, among others, raise substantial doubt about GTL’s ability to
continue as a going concern. However, as GTL 1s not currently mn a liquidation process, the accompanymg financial statements have been
prepared on a going concern basis, which contemplates the realization of assets and the satisfaction of liabihities 1n the normal course of
busmess, Management beheves that if GTL were liquidated, there would be no assets available to shareholders or creditors.

Under auction procedures approved by the Bankruptcy Court on February 20, 2003, ICO Global Commumcations (Holdings) Limted
(“ICO™), one of the three qualified mmvestors that participated i the auction, was ultimately selected as the bidder proposing the highest and
best offer for Globalstar’s assets On Apnil 25, 2003, a day after hearing oral argument by the interested parties, the judge signed an order
approving FCO’s proposed transaction Globalstar and ICO subsequently entered mnto an mvestment agreement (the “ICO Investment
Agreement”), and Globalstar and an affiliate of ICO (the “ICO DIP Lender™) subsequently entered into a $35 million secured, super priority
debtor-m-possession credit agreement (the “ICO DIP Facility™) as of May 19, 2003. These documents were filed with a Form 8-K on
May 23, 2003

Pursuant to the ICO Investment Agreement, JCO will mnvest $55 million n a newly formed Delaware corporation to which
substantially all of Globalstar’s assets will be transferred (*New Globalstar™). In exchange for such cash contribution, ICO will recerve a
54% ownership nterest n New Globalstar, with the remaining 46% to be 1ssued to Globalstar and thereafter distributed to Globalstar’s
unsecured creditors. Subject to certain conditions, up to $35 million of the $55 million to be invested is being made available under the ICO
DIP Facility to fund Globalstar’s ongoing operations until the closing of the ICO transaction. A portion of the $35 million was used to retire
Globalstar’s previous debtor-n-possession financing with a consortium of five lenders, including the ICO DIP Lender. There are certain
conditions, ncluding, among others, Globalstar’s entenng mto satisfactory agreements with QUALCOMM Incorporated (“QUALCOMM?™)
related to certamn products and services and approval by the United States Federal Communications Commusston (the “FCC”} of the transfer
of Globalstar’s spectrum licenses to New Globalstar, that must be satisfied before the ICO transaction can be consummated. If the ICO
transaction 1s consummated, 1t 1s currently contemplated that Globalstar will effect a Chapter 11 plan providing for (1) the hquidation of 1ts
assets, principally through the distribution of the 46% equity mterest n New Globalstar to 1ts unsecured creditors, and {i1) the winding
down of 1ts operations

The ICO Investment Agrecment provides that, subject to certain hmitations, New Globalstar will use its commercially reasonable
efforts to ensure that shareholders of GTL as of the effective date of Globalstar's plan of reorganization are given the opportunty to
participate in the first underwritten public offering of equity securities, if any, made by New Globalstar on or before the seventh anniversary
of such effective date; provided that (1) doing so wall not result in any material expense to New Globalstar or have an adverse effect on the
success of such offering or result in any matenal delay of the completion of such offering, and (i1) such obhgation will automatically
terminate upon a change of control of New Globalstar or 1f GTL dissolves or takes other action adverse to the debtors prior to the effective
date of Globalstar’s plan of reorgamzation.

No assurance can be given as to whether or when the ICO transaction will be consummated or whether or when a plan of
reorganization of Globalstar will be confirmed or effectuated In the event that the proposed
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ICO transaction 15 successfully consummated and a plan of reorganization of Globalstar as described above 1s confirmed, 1t 1s contemplated
that GTL wl! file a petition for bankruptcy relief and wind down 1ts operations

New Business Plan and Related Transactions

Globalstar has developed a business plan, which 1s predicated on an mfusion of funds and assumes the consohidation of certain
Globalstar service provider operations mto New Globalstar Several of the acquisitions contemplated in the business plan have been
completed, commencing 1n December 2001 and contmuing through fuly 2003 The consohdation strategy has brought addxtional
efficiencies to the operation of the Globalstar system and allowed for mcreased consistency m product and service offermngs in North
America and Europe. In addition, Globalstar intends to revise 1ts business relationships with the remaming independent service providers,
ncluding exploring the possible acquisition of their businesses or assets. Globalstar believes that these, and additional, steps are needed to
achreve and mamtain financial viability

In accordance with Globalstar’s consohidation strategy, in December 2001, Globalstar signed two agreements to acquire certain
subsidianies of Vodafone Group Plc (“Vodafone™) through Globalstar Corporation, a non-debtor subsidiary of Globalstar. As a result of the
first transaction, the share purchase agreement on May 6, 2003 and the Loral Settlement, described more fully below, Globalstar now owns
the Globalstar service provider company 1n Canada and the Canadian gateway company, In the second Vodafone transaction, which closed
on August 19, 2002, Globalstar acquired the United States and Canbbean service provider and gateway operations from Vodafone at a cost
of §1 9 million. Vodafone 1s exiting the Globalstar business and has transferred its service provider mterests in Australia and Mexico to
third partzes.

TE SAM S.A.S. (“TE.SA.M.”) provided Globalstar service through gateways in France, Turkey, Venezuela, Argentina, and Peru.
TE SA M 15 1n the process of hquidating and has exited the Globalstar business. On July 2, 2002 Globalstar, through Globalstar
Corporation, acquired TE.SA.M.’s French gateway and back office assets related to the provision of Globalstar services in Europe,
TE SA M ’s limuted partnership interests i Globalstar and TE.SA.M.’s remaiming imventory of approximately 15,000 user terminals. Under
the terms of the transaction, both Globalstar and TE.SA.M. forgave all outstanding obligations between the parties and provided mutual
releases of hability. The French gateway was operational, but was not producing revenues at the time of the purchase. Globalstar has
restarted the European business and 1s earning limited revenue from the French gateway. Local purchasers in Turkey, Venezuela,
Argentina, and Peru have purchased local service provider operations from TE.SA.M and have executed letter agreements with Globalstar
that define the terms under which they provide Globalstar services

On December 30, 2002, the Bankruptcy Court approved a settlement agreement among Globalstar Services Company, Inc , Globalstar,
Globalstar Vodafone Network Pty Ltd. Austraha and Globalstar Australia Pty Ltd. Under this settlement, Globalstar consented to the
transfer by Vodafone Satellite Services Limited (“VSSL™) to Localstar of the service provider nghts in Australia, and Globalstar entered
mto a new service provider agreement with Localstar. VSSL was the onginal authorized service provider for Australia and the operator of
three gateways 1n that country. In conjunction with this transaction, VSSL agreed to settle certamn pre-petition and post-petition debts with
Globalstar. Globalstar received payments totahng $1.7 million from Vodafone in January 2003.

On March 14, 2003, Loral Space & Communications Ltd (“Loral”), the Creditors’ Commuttee and Globalstar signed a term sheet
outlining the terms and conditions of a comprehensive settlement of certain contested matters and a release of the claims agamst Loral (the
“Loral Settlement”). Also on March 14, 2003, Globalstar and the Creditors’ Committee filed a joint motion with the Bankruptcy Court
under Bankruptcy Rule 9019 for an order approving the Loral Settlement. The Bankruptcy Court approved the Loral Settlement on
April 14, 2003 The parties executed a defimtive agreement reflecting the terms of the Loral Settlement as of Apnl 8, 2003, and closed the
various interrelated transactions on July 10, 2003, Pursuant to the definitive settlement agreement, as of the closing, among other things:
(1) Globalstar recetved title to eight spare satellites; (2) certain agreements under which Loral held exclusive nghts to provide Globalstar
services to certamn defense, national secunty and other government agencies and 1n the aviation market were terminated and a new joint
venture owned 75% by Globalstar and 25% by Loral was formed to pursue business
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opportunities with those governmental agencies; (3) Globalstar received Loral’s interests in the Canadian Globalstar service provider
operations; (4) certain financial obligations of Loral-affiliated service providers to Globalstar were settled through deduction in debt
obhigations owmng by Globalstar Canada Co (“GCC”) to Loral and other financial obligations between Globalstar and Loral were
restructured, (5) Globalstar received the unused portion of advance prepayments made by it under 1ts 2GHz satellite contract with Space
Systems/ Loral, Inc (“SS/L”), as reduced by certain financial obligations of Globalstar to Loral; (6) Russell R. Mack, Bernard L. Schwartz
and Enc J. Zahler, as Loral’s designees, resigned from Globalstar’s General Partners Commuttee, and Anthony J Navarra, President of
Globalstar, Megan Fitzgerald, Semor Vice President — Operations of Globalstar, and Damel P McEntee, Vice President and Chuef
Financial Officer of Globalstar, were appointed as members of the General Partners Commuttee, and (7) Globalstar and 1ts subsidiaries and
Loral and its subsidiaries and affihates provided mutual releases of claims and Globalstar and 1ts subsidiaries released any claims agamnst
the members of the Commuttee.

The defimtive settlement agreement further provides, among other things, that (1) subject to FCC approval, L/Q licensee, Inc. (“L/Q
Licensee™) will transfer the license held by 1t to Globalstar or LQP will transfer its mterests in L/Q Licensee to Globalstar, (2) Globalstar
will transfer its interest in the Russtan service provider, which 1t holds for the benefit of Loral, to Loral, (3) i1 connection with the
consummation of its Chapter 11 plan, Globalstar will use its best efforts to obtain a release of third party claims against Loral, certain Loral
affiliates and all members of Globalstar’s General Partners Commuttee and (4) Loral’s general unsecured claims 1n the Chapter 11 Cases
will be allowed in the amount of $875 mullion, subject to reduction in connection with the releases descnibed in the immediately preceding
clause (3).

Advanced Metering and Technologies Inc, (“AMT?) filed with the Bankruptcy Court on April 24, 2003 a motion asking the
Bankruptcy Court to reconsider its approval of the Loral Settlement. The Bankruptcy Court denied AMT’s motion for reconsideration on
May 30, 2003, and thereafter on June 9, 2003, AMT filed a notice of appeal of the Bankruptcy Court’s order approving the Loral
Settlement. Globalstar believes that AMT’s appeal which remains pending as of the date of thus Report, is without mernit and wil! be demed,
though no assurance can be given in this regard or as to what relief, if any, mught be granted 1n the event AMT were to be successful on
appeal

On March 25, 2003, Globalstar entered mto a settlement and reiease agreement with Elsacom SpA (“Elsacom”) and a gateway asset
purchase agreement (collectively, the “Elsacom Settlement”) with a wholly owned subsidiary of Elsacom. Elsacom is the pnmary
Globalstar service provider in Central and Eastern Europe, the operator of the gateway located 1n Avezzano, Italy and, through 1ts affiliate,
Globalstar Northemn Europe, the former operator of the gateway located in Karkkala, Finland. Although Elsacom had defaulted on 1ts
gateway contract obligations to Globalstar, Elsacom desired to continue providing Globalstar service to its customers from Avezzano.
Accordingly, Globalstar and Elsacom agreed to negotiate a mutually acceptable plan for paying certan of the debt, transfernng the
equipment 1n Finland to Globalstar and maintaining Elsacom’s service provider rights. Under the terms of the Elsacom Settlement,
Globalstar received cash payments totaling $2.4 mullion, 1n two mstallments, in March 2003 and June 2003 and the release of all past
payment obligations, mncluding certamn pre-petition habilities, due to Elsacom in exchange for liquidation of the gateway contract payments
due to Globalstar from Elsacom. Additionally, Globalstar retained title to the gateway equipment mnstalled in Finland. Globalstar has
dismantled the Finland gateway and placed the removable parts, which contain most of the gateway’s electronics, 1nto storage for future

deployment

On May 6, 2003, Globalstar Canada Satellite Co. (*GCSC”) entered mto a share purchase agreement to acquire 66.67% of the
outstanding common stock of Globalstar Canada Holding Co. As a resuit of the stock purchase, GCSC mndirectly owns 100% of GCC, the
company which owns and operates the two Canadian gateways. The purchase price of $354,000 was paid at closing. Thus transaction,
combined with Globalstar’s acquisition of Loral’s ownership interests i the Canadian service provider operations effected by the Loral
Settlement, provided Globalstar with 100% ownership of the Canadian service provider operations.

On May 21, 2002, an employee incentive program was approved by the Bankruptcy Court to recognize and retain key employees. jhc
total value of the program 1s $2.9 mullion of which $0.7 mullion was paid in July 2002. The balance of the ncentive program will be paid
upon Globalstar’s successful consummation of a
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_Chapter 11 plan. Under certain conditions, up to $1.0 mullion of the remaining payments may be made 1n common stock of New Globalstar.
Summary of Critical Accounting Policies and Estimates

The preparation of financial statements m conformity with United States generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets
and labilities at the date of the financial statements and the amount of revenues and expenses reported for the period. Actual results could
duffer from estimates.

GTL accounts for 1ts investment in Globalstar’s ordinary partnership interests on an equity basis, recogmzing 1its allocated share of net
loss for each period since 1ts mrtial nvestment on February 22, 1995, In 2000, Globalstar’s losses reduced GTL’s mnvestment m Globalstar
ordinary and preferred parmership interests to zero. Accordmmgly, GTL has discontinued providing for its allocated share of Globalstar’s net
losses and recogmzed the remaiming unallocated losses as a result of its general partner status m Globalstar

Because GTL 1s a general parmer of Globalstar, GTL 15 Jointly and severally hable with the other general partner for the recourse debt
and other recourse obligations of Globalstar to the extent Globalstar 1s unable to pay such debts. GTL believes that such recourse
obligations totaled approximately $1 4 billion as of June 30, 2003. Certain of Globalstar’s debt, including the public debt, 1s non-recourse to
the general partners On February 15, 2002, Loral QUALCOMM Satellite Services, L.P. (*LQSS™), the other general partner of Globalstar
filed a voluntary petition under Chapter 11 of the Bankruptcy Code. Effective February 15, 2002, Globalstar ceased allocating additional
losses associated with recourse debt to LQSS. As the only remaming general parter of Globalstar that has not filed for bankruptcy
protection, GTL has been allocated all losses related to debt that is recourse to the general partners since February 15, 2002 As a result of
1ts general partner status, GTL has recorded a comulative hability of $885.7 million.

In 2001, an 1ssue was raised as to whether the three-year notes issued to the guarantors of The Chase Manhattan Bank $250 mallion
credit facility were prepared 1n accordance with the recourse provisions of the guarantee arrangement. Management does not believe the
existing notes contamning non-recourse language will need to be replaced with notes not contaiming the non-recourse language. If the
existing non-recourse notes were replaced with notes not containing the non-recourse language, the replacement would not impact
Globalstar’s results of operations. However, allocations of Globalstar’s losses to general partners, includng GTL, would increase by
$254 million, the amount of the increase 1n recourse obligations. Replacement of the notes would not alter the subordinate position of
GTL’s shareholders relative to holders of these notes

Smce Globalstar filed a veluntary petition under Chapter 11 of the Bankruptcy Code on February 15, 2002, Globalstar’s consohdated
financial statements have been prepared 1n compliance with Statement of Position (“SOP 90-7") on Financial Reporting by Entities in
Reorganization Under the Bankruptcy Code 1ssued by the Amencan Institute of Certified Pubhic Accountants. Specifically, all pre-petition
labilities subject to compromuse have been segregated on the balance sheet and classified as habilities subject to compromuse. No interest
expense on pre-petitton liabihittes or dividends on redeemable preferred parmership interests since the Petition Date have been accrued or
recorded as these amounts are not expected to be allowed claims 1n the Chapter 11 Cases. No debt discounts or deferred financing costs
have been amortized since the Petition Date as the value of the allowed debt has not been fixed by the Bankruptcy Court. Debt obligations
have not been adjusted to reorganization values since the Bankruptcy Court has not yet confirmed a Chapter 11 plan. Management expects
that the allowed claims wall be established near the date that a final Chapter 11 plan is confirmed by the Bankruptcy Court and pre-petition
Liabilities will be adjusted as the claims are resolved.

Globalstar and 1ts debtor subsidianes remain in possession of their assets and properties and continue to operate their businesses as
debtors-m-possession As a result of Globalstar’s bankruptcy petition, several of Globalstar’s debt obligations were accelerated and became
immediately due and payable In such circumstances, it 1s anticipated that following the effectiveness of a Chapter 11 plan in Globalstar’s
Chapter 11 Cases GTL will be liquidated and cease to exist. Globalstar’s bankruptcy filing and proposed liquidation, after the
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_sale of 1ts operating assets, as discussed above, will leave shares in GTL with no value. These factors, among others, raise substantial doubt
about Globalstar’s and GTL's ability to function as a going concern

The carrying value of the Globalstar System 1s reviewed for impairment whenever events or changes 1n circumstances indicate that the
recorded value of the space segment and ground segment, taken as a whole, may not be recoverable. Globalstar looks to current and future
undiscounted cash flows, excluding financing costs, as primary ndicators of recoverability. If an impatrment 1s determuned to exist, any
related impatrment loss 1s caleulated based on fair value If Globalstar’s estimates of future performance and long term revenue projections
change, management may be required to record additional impairment charges.

Long term assets include recervables from service providers associated with the rembursement of gateway acquisition and deployment
costs previously paid by Globalstar to QUALCOMM. As of June 30, 2003, these recervables are delinquent and Globalstar has sent notices
of default where appropriate If the collection of these payments 1s unsuccessful, Globalstar may retain title to these gateways, subject to
local restrictions, or Globalstar may receive an equity position 1n the service provider company in exchange for debt forgiveness. The
production gateway receivable, net of reserve, 1s based on the estimated value of the anticipated recovery of the receivables based on
current discussions between Globalstar and the service providers As of June 30, 2003, Globalstar has reserved $6.2 million of the
production gateway receivables

Results of Operations

Globalstar currently provides satellite-based telephony and narrow band data services through 24 gateways. These gateways provide
coverage to 133 countnies, mcluding all of North and South America (excluding northwestern Alaska and portions of Canada above
70 degrees North lautude), Europe, Australia, Russia, most of the Middle East, China and South Korea. For the three and six months ended
June 30, 2003, Globalstar recorded total revenues of $13.9 mllion and $25.4 mullion, respectively, and provided 14.5 million and
25 8 rmllion muinutes of billable telecommunication services, respectively, as compared to total revenues of $4.4 million and $8.1 million
and 7.7 million minutes and 14.5 mullion minutes for the three and six months ended June 30, 2002, respectively. As of June 30, 2003,
approxamately 93,000 commercial subscribers were using the Globalstar System Globalstar’s revenues duning the quarter were not
sufficient to fund Globalstar’s operations

Globalstar’s total revenues have increased sigmificantly during the three and six months ended June 30, 2003 as compared to the three
and six months ended June 30, 2002, primanly through 1ts acquisition of Globalstar USA, LLC (“*GUSA”™), increased equipment sales and
munute volume, and mmproved coltection of service provider accounts. The distribution of Globalstar’s revenue by subsidhary and affihated
companies, net of eliminations for mtercompany sales, 1s as follows (in thousands)-

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2003 2002 2003 2002

Wholesale revenue — Globalstar, L.P. $ 1,765 $§ 824 $ 3,841 $1,327
Service provider revenue (non-debtors companies):

Canada — Globalstar Canada Satellite Co 5,601 3,561 10,414 6,799

United States — Globalstar USA, LLC 6,177 —_ 10,845 —_

Europe — Globalstar Europe Satellite Services, Ltd 318 — 33¢% —

Total revenue $13,861 $4,385 $25,439 $8,126

TR Lo fos et Fo

Globalstar, L P owns and operates the Globalstar satellite constellation and earns 1ts revenues primarily through the sale of airtime
minutes on a wholesale basis to Globalstar service providers. During the three months ended June 30, 2003, Globalstar, L.P recognized
total revenue of $1.8 million, consisting of $1.7 mullion of service revenue and $0.1 million related to the sale of subscriber equipment and
spate parts, compared with total revenue of $0.8 million, consisting of service revenue during the three months ended June 30, 2002. The
$0 9 mullion increase n service revenue 15 the result of improved collections from
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_Globalstar’s service providers and an mcrease 1n Globalstar system call minute volume to 14.5 million billable minutes during the three
months ended June 30, 2003 from 7.7 milhion minutes for the equivalent period of 2002. Much of the increase is related to post war services
in Iraq through the gateways located 1n Saudi Arabia and Turkey. During the six months ended June 30, 2003, Globalstar, L.P.’s service
revenue mncreased to $3.6 mullion from $1 3 mulhion 1 the s1x months ended June 30, 2002 and Globalstar, L.P sold inventory to service
providers generating revenues of $0.3 mullion in the six months ended June 30, 2003, The service revenue ncrease in the six months ended
June 30, 2003 1s due to collection of proceeds from the Vodafone settlement and increased usage and collections

GCSC, Globalstar’s Canadian service provider, recognized total revenue of $5 6 million and $3.6 million in the three months ended
June 30, 2003 and 2002, respectively, and total revenue of $10.4 mullion and $6 8 million in the s1x months ended June 30, 2003 and 2002,
respectively. In the three months ended June 30, 2003, GCSC’s total revenue of $5 6 million, consisted of $3.5 mullion of service revenue
and $2 1 mullion of subscriber equipment sales, compared with total revenue of $3.6 mllion, consisting of $2 2 mullion of service revenue
and $1 4 mulhion of subscriber equpment sales during the three months ended June 30, 2002 In the six months ended June 30, 2003,
GCSC’s total revenue of $10 4 mullion, consisted of $6 5 mulhion of service revenue and $3.9 mulhion of subscriber equipment sales
compared with total revenue of $6 8 million, consisting of $4 3 mulhon of service revenue and $2.5 million of subscriber equipment sales
during the six months ended June 30, 2002 The increase 1s due to an increase n call volume, primarily the result of services to winter
season oil and gas drillers in Northern Canada and other vertical market segments, and related mcreases m equipment sales

GUSA 1s the Globalstar service provider m the United States and the Caribbean. GUSA and Giobalstar Caribbean [.td., which holds the
Canbbean gateway license, were acquired by a wholly-owned non-debtor subsidiary of Globalstar, L.P. on August 19, 2002 Dunng the
three months and six months ended June 30, 2003, GUSA recogmzed total revenue of $6.2 million and $10.8 mullion, respectively. Total
revenue for three months of $6 2 million consisted of $3.4 rullion of service revenue and $2.8 mllion of subscriber equipment sales, and
total revenue for s1x months of $10.8 million consisted of $6.3 mullion of service revenue and $4.5 million of subscriber equupment sales.
Globalstar acquired GUSA on August 19, 2002. Because Globalstar did not acquire GUSA until August 19, 2002, Globalstar did not
recogmze any revenue related to GUSA 1 the three and six months ended June 30, 2002

Globalstar Europe Satellite Services, Ltd (“GESS”) was formed i July 2002 by Globalstar to restart the commercial Globalstar
operations in Western Europe and North Africa. During the three and six months ended June 30, 2003, GESS recognized service revenue of
$106,000 and $127,000, respectively In addition, in the three months ended June 30, 2003 GESS recognized equipment revenue of
$212,000 Globalstar did not earn any revenue related to GESS in the three and six months ended June 30, 2002

Globalstar eliminates revenues recorded on sales between subsidiary companies and between the parent and subsidiaries. Wholesale
airtime sales from Globalstar, L.P. to GCSC, GUSA and GESS are also eliminated. All eliminations are reflected in the analysis above.

On a consolidated basis, Globalstar recorded subscnber equipment revenue of $5.2 million and $8.9 million for the three and six
months ended June 30, 2003, respectively, compared to $1.4 mulhon and $2.5 million for the three and six months ended June 30, 2002,
respectively. The mncrease is primaniy the result of the GUSA acquisition m August 2002 and new equipment sales by GCSC for the three
and s1x months ended June 30, 2003 Globalstar’s cost of subscriber equipment sold was $3.0 million and $5.1 mullion for the three and six
months ended June 30, 2003, respectively, compared to $0.9 mullion and $1.4 million for the three and six months ended June 30, 2002,
respectively Through June 30, 2003, some inventory being sold was acquired at low cost in acquisitions of the operations of several service
providers. In the three and six months ended June 30, 2003, revenue of approximatety $1.0 million and $1.9 mullion, respectively, was
recogmzed on non-valued inventory. As of June 30, 2003, nearly alt non-valued and low cost inventory held at consohidated service
provider companies has been sold. Future margins will be significantly lower as most subscriber products are currently being seld at or near

fully allocated product cost.
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Operations expense increased to $9 4 rllion for the three months ended June 30, 2003 from $5.3 mullion for the three months ended
June 30, 2002 and increased to $16.2 mullion for the six months ended June 30, 2003 from $9 6 mullion for the s1x months ended June 30,
2002. The ncrease 1s pnimarily the result of operation costs incurred by GUSA, which was acquired in August 2002, the expenses incurred
by GESS for the restart of European operations and the $2 5 million write off of a failed satellite in May 2003.

Marketing, general and administrahve expenses decreased to $6 9 mllion for the three months ended June 30, 2003 from $9.7 muithen
for the three months ended June 30, 2002 and decreased to $14 2 million for the s1x months ended June 30, 2003 from $29.6 million for the
six months ended June 30, 2002. The decrease 1s primanly the result of $13.9 million 1n additional production gateway bad debt reserves
recorded 1n the six months ended June 30, 2002 and the reversal of accruals related to the Elsacom Settlement and executive compensation
of $1.3 mullion m the six months ended June 30, 2003 This decrease is partially offset by an increase due to costs incurred by GUSA and
GESS 1n the three and six months ended June 30, 2003

Restnictuning and reorganization costs of $2.3 million and $4 2 mliton were incurred 1n the three and six months ended June 30, 2003,
respectively, compared to $1.1 mullion and $3.2 nulhion for the three and six months ended June 30, 2002, respectively. Costs incurred n
the three and six months ended June 30, 2003 were primarnly fees to Globalstar’s restructuring specialists including financial advisors, legal
counsel, and other advisors of $1.2 mulhon and $2.3 million during the three and s1x months, respectively, fees to the creditors’ legal
counsel of $0 7 mullion and $1.3 million during the three and six months, respectively, and other restructuring costs of $0.4 nullion and
$0 6 mullion 1n the three and six months, respectively

Depreciation and amortization expenses decreased to $8.4 mutlion for the three months ended June 30, 2003 from $8 5 mullion for the
three months ended June 30, 2002 and decreased to $16.7 mullion for the s1x months ended June 30, 2003 from $16 8 nullion for the six
months ended June 30, 2002. The decrease 1s primanly the result of the reduction in the Globalstar System due to failed satellites being
written off, partially offset by additional assets purchased in 2003

Interest income earned subsequent to the Petition Date 1s accounted for as an offset to restructuring costs. Consequently, only $1,000
was recorded as interest income, earned by non-debtor subsidiaries, in the three and six months ended June 30, 2003. Interest income for the
s1x months ended June 30, 2002 was $0.1 mullion for interest earned prior to the Petition Date. No mterest was earned 1n the three months
ended June 30, 2002

Globalstar ceased recognizing mterest expense on pre-petition debts on the Petiion Date. Interest expense recorded from the beginming
of the year through the Petition Date in 2002 was $46 5 mullion. Interest expense recorded n the three and six months ended June 30, 2003
was $0 5 and $0.6 mullion, respectively, and represents interest and financing costs on post petition the term loans.

The accrual of preferred dividends on the 8% redeemable preferred partnership interests (“RPPIs”) and 9% RPPIs ceased on the
Petition Date. No preferred dividends were accrued for the three and six months ended June 30, 2003. Through the Petition Date in 2002,
$2.9 million of preferred dividends were accrued None of the distributions accrued during 2002 have been pard.

As a result of the above, the net loss applicable to ordinary partnership interests decreased to $16.8 million for the three months ended
Fune 30, 2003 from $21.2 mulhon for the three months ended June 30, 2002 and decreased to $31.9 mullion for the six months ended
June 30, 2003 from $101.9 mullion for the six months ended June 30, 2002.

Globalstar 1s organized as a limited partnership with various corporate subsidiaries. Generally, taxable income or loss, deductions and
credits of the partnership are passed through to Globalstar’s partners Globalstar’s corporate subsidianies will provide for a tax provision or
benefit using the asset and hability method of accounting for income taxes as prescribed by SFAS No. 109, Accounting for Income Taxes

Liquidity and Capital Resources

As of June 30, 2003, Globalstar had approximately $18.3 million m cash and cash equivalents on hand, mcluding $1.7 mlhion held by
GCSC. During 2003, Globalstar plans to use its available funds to cover its net
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cash out flow, which 1t expects to include costs associated with concluding 1ts financial restructuring, operating 1ts satellite constellation,
operating gateways and providing retail services in North Amenca and portions of Europe.

The $18 3 riihon cash on hand at June 30, 2003 and the anticipated revenue from operations are insufficient to fund Globalstar’s
operations through the end of 2003 Assuming full access to the $35 mullhion ICO DIP Facility, cash on hand from operations, together with
funds available under the ICO DIP Facility, are expected to be sufficient to fund operations through the closing of the transaction. However,
the funding provided under the ICO DIP Faculity is limited to $20 milhion until such time as Globalstar has entered mto an agreement with
QUAILCOMM that satisfies the requirements under the ICO Investment Agreement. Globalstar has not yet met this condition. Of the
$20 mullion of funding currently available under the ICO DIP Facility, Globalstar has borrowed $16 million as of June 30, 2003,

The terms of the ICO DIP Facility provide ICQO with a secunty mterest in substantially all the assets of Globalstar and 11s debtor
subsidianies, exclusive of $15 mullion cash reserved to fund a hquidation of Globalstar 1f 1t were to become necessary. With the projected
cost of liquidation taken nto consideration, as of June 30, 2003, Globalstar had approximately $7.3 of available hquudity, $3.3 millhion of
cash in excess of 1ts liquidation reserve and $4 0 available under the ICO DIP Facility. In the event this hiquidity were exhausted without an
agreement with QUALCOMM that would provide for borrowings under the ICO DIP Facility to exceed $20 mulhon mn order to continue
operations, Globalstar would be required to obtamn a waiver from ICO permutting borrowings in excess of $20 mulhon, to secure additional
financing from another source, or to expend portions of 1ts cash reserve, thereby increasing the risk that it would have insufficient funds to
provide for an orderly hquidation in the event the ICO transaction were never consummated There can be no assurance that Globalstar will
reach an agreement with QUALCOMM, that would permmt borrowings, that satisfies the conditions required under the ICO Investment
Agreement or that ICO will waive this condition and allow borrowings m excess of $20 million without the required QUALCOMM
agreement. Further, no assurance can be given that additional financmg will be available from any other source on terms acceptable to
Globalstar, 1f at all In such circumstances, if Globalstar 1s unable to obtain additional financing and the risk of expending portions of its
reserve for hquidation are unacceptable in hight of the then-existing circumnstances, Globalstar may be forced to cease operations and
commence hquidation

Cash and cash equivalents mcreased from $15.3 million on December 31, 2002 to $18 3 mullion on June 30, 2003 The mncrease 1s
primarily the result of cash drawn on the ICO DIP Facility, increased customer cash collections, and an increase n accounts payable due to
the timing of the court approval process for payments to professionals, partially offset by cash used to fund operations. Net of the
$16.0 milhon of funding provided from the ICO DIP facility, Globalstar required $13.0 milhon of cash to fund operations during the six
months ended June 30, 2003.

As a result of Globalstar’s bankruptey petition, several of Globalstar’s debt obligations were accelerated and became immediately due
and payable. Globalstar 1s not authorized to pay any pre-petition habiliies wathout Bankruptcy Court approval.

New Accounting Pronouncements

In June 2002, the Financial Accounting Standards Board (the “FASB”) 1ssued Statement of Financial Accounting Standard (“SFAS™)
No 146, Accounting for Costs Associated with Exit or Disposal Activities, which addresses accounting for restructuning and sumular costs.
SFAS No. 146 supersedes previous accounting guidance, prmcipally Emerging Issues Task Force (“EITF”) Issue No. 94-3 Globalstar has
adopted the provisions of SFAS No 146 for restructuring activities initiated after December 31, 2002. SFAS No. 146 requires that the
liability for costs associated with an exit or disposal activity be recognized when the liability is mcurred. Under EITF Issue No. 94-3, a
lability for an exit cost was recogmzed at the date of the company’s commutment to an exat plan. SFAS No. 146 also establishes that the
liability should mitially be measured and recorded at fair value. Accordingly, SFAS No. 146 may affect the timing of recognizing future
restructuring costs as well as the amounts recognized
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